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In These Times
By L. U. Crawford

After listening to the woes of clients, when we accountants really
were intent on renewing engagements, and hearing others express
their fears, there comes a bitter north wind with a six-inch snow
and a temperature about to stumble over zero. In the evening,
sheltered from the storm, one turns to the poet for diversion and
finds:
“The melancholy days are come,
The saddest of the year,
With wailing winds and naked woods,
And meadows brown and sear.”

Fine: so one turns to another and is further comforted by
congenial company:
“ The day is cold and dark and dreary,
It rains and the wind is never weary,
The vine still clings to the mouldering wall,
But at every gust the dead leaves fall
And the day is cold and dark and dreary.”

It is nice to have company when it fits so gracefully into one’s
mood. What appropriate refrains for the chorus of blues singers.
But one hurries on and, lo, “The Lord tempers the wind to the
shorn lamb”? It is enough to make old “J. Fuller Gloom”
gloat, for there seems every reason to be as miserable as even he
might wish to be. Morning comes and with it the teaching of
the fathers who seemed to feel that, as the rod is applied, so is the
lesson learned; wherefore the dictum “if you are not busy, get
busy” leaves no more time to enjoy troubles.
While busy doing nothing, it develops that annual reports for
the X Company are interesting, in that the company made excel
lent earnings in the years preceding 1929, slipped a little in that
year, showed much reduced profits in 1930, a substantial loss in
1931 and a greater loss in 1932. A graph is prepared based
upon yearly totals and, for the years 1930, 1931 and 1932, it
is found that the line representing gross sales looks almost like
a toboggan slide. The line for the cost of goods, however, is not
so steep, so that the space representing gross profits narrows
rapidly. Management has cut its expenses, yet the line for net
profits in 1932 seems to emulate a plummet. All this is extremely
interesting, so one goes further and finds that the average normal
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markup was 25 per cent., that there has been a shrinkage of 20
per cent. in the volume of goods sold, a decline of 30 per cent. in
the cost of goods, reductions lowering average markup 15 per
cent., and a reduction of 25 per cent. in expenses. From a net
earning of $40,000 in a so-called normal year, there is now a net
loss of $24,800, a change of $64,800. This broken down as to
sources shows the following:
Loss from shrinkage in volume of goods sold.....................................
Loss from decline in cost(a lesser base for markup)..........................
Loss from lowering markup (specials, discounts and concessions,
etc.)....................................................................................................

$ 40,000
48,000

Total..................................................................................................
Less reductionin expenses.......................................................................

$104,800
40,000

Net loss as compared with the normal year...............................

$ 64,800

16,800

Management was interested; it asked that away be pointed out;
it wanted an immediate remedy. Ouch! That, when our econo
mists, engineers and other most eminent counselors of busi
ness during the last three years have solved the problem in all
ways—and hope to find sometime the way. More digging, and it
develops that, while most departments are down on their esti
mated average markup, one which should have 33^ per cent. is
below 6 per cent. Management talked one’s language this time; it
wanted one to check that department and find out what went
wrong. Possibly it will want methods for costing sales so that it
may know results in time to do some good, instead of waiting for
ancient history at inventory time. It may want analyses to de
termine whether lines are profitable, and whether salesmen are
bringing in a profit or are selling on the strength of price con
cessions.
Now comes the B. Manufacturing Company which made large
profits in “normal” times. In 1927 its business demanded addi
tional facilities, so it planned to construct a plant to meet present
needs and to care for a considerable future growth. It sold pre
ferred stock and bonds to finance the improvement. The com
pany’s sales are now about 50 per cent. of the plant’s capacity and
prices have been cut 30 per cent. by competition. A man with
a knowledge of the business bought a bankrupt plant at sacrifice
prices, putin some additional equipment at present costs and, since
no elaborate organization is necessary to the small plant, can
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undersell the larger company. Management considers writing
down its stock and reducing its plant values. It should consider
seriously the basis upon which this is done, since, in case of a busi
ness revival, too great a writing down may result in paying taxes
on an apparent profit arising because of the writing-off of an an
ticipated loss. It was suggested that the desired end might be
accomplished by spreading overhead upon plant capacity, using
as a charge to operations the pro-rata only upon actual pro
duction. Management wants a decision right off the bat, but
one hopes it will use discretion.
And then there was a pleasant visit with a banker friend and
he told of his problems and how times make it necessary that he
know more than ever about the condition of firms seeking to
borrow money. He felt that accountants should shoulder the
burden, accept full responsibility for inventories and should de
mand that clients permit the work necessary to making unquali
fied certificates. One thought of how he had accepted certificates
of fellows who never made any such requirements at a time when
one had fallen for that idea, but one was too polite to mention it.
It was said that, being dependent upon clients for pay, the clients
feeling particularly hard-up, it seemed beyond the limits of abil
ity to dictate the scope of the work, and that it might, therefore,
be necessary to qualify still further. Also, that one somehow had
an impression that the fellow who held the purse strings was in
position to dictate; that there was never a time when bankers
were in better position to dictate, nor ever a time when it was more
imperative that they do dictate to prospective borrowers.
The conversation turned to certified balance-sheets, and it
was explained that they were merely accountants’ opinions, and
that one accountant had no very high regard for such statements.
A snap-shot of a horse rising to take a hurdle was a true picture
of fact, but it held out no indication as to whether the horse would
win the race or was on the way to break its neck. A balancesheet was a snap-shot, at an instant, of how the picture looked,
in an accountant’s opinion, but it gave no judgment as to whether
the business was on the road to success or was on well greased
skids. Why did not commercial bankers demand comparative
statements covering a number of years both as to financial con
dition and the results of operations and have submitted there
with graphs showing comparative ratios and trends? Above all,
why did not bankers always demand copies of accountants’ re
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ports and require that they be given the right to call accountants
into conference? Of course, one should have been more careful,
but it is hoped that he will not go beyond a safe depth.
The farther one goes, the more he is troubled. A new era is
being born out of the world’s travail, and people must learn again
how to stand and how to walk upon their own feet. Folk just
can’t continue to rely on Santa Claus. Business must be pointed
to the way of profit; finance needs some one to analyze affairs
and to state propositions so that pitfalls may be avoided; regu
latory bodies and those regulated are in a quandary, for the
“cost of reproduction” is coming home to roost; government
must find a way to bridge the quicksands of bankruptcy; tax
payers must be made to realize that reduction of expenses means
the foregoing of many things which they now enjoy, and must
precede a reduction of taxes; and, above all, there must be some
one to say “No” and to make plain the reason. The urgency of
their needs and the stress of their fears are blinding many to the
unsoundness of proposals and are warping judgments when safety
lies only in the power of sound thinking.
Accountants are distressed to find that, after all these years,
there are opening before them fields so broad that compre
hension fails to define the limits. They worked hard to become
adept in tracing falsification, fraud and peculation and in the
presentation of facts; they labored to devise methods of account
ing and delved into corporate procedure; then they struggled with
the intricacies of ever-changing income-tax laws; their brains
have been fagged in attaining proficiency in the proper statement
and presentation of financial and operating data; and now they
are confronted with demands that they grasp things which even
as yet are seen but dimly. It is disturbing to find the stern finger
of duty pointing and demanding that we accountants measure
up, shed our complacency, forget our peace of mind and curtail
our leisure even to the burning of midnight oil. The knowledge
of a service rendered, of a job well done, may be the highest re
ward, but one can not escape responsibility.
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